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SUBJECT: IBRD/IMF DEVELOPMENT COMMITTEE DISCUSSION 
OF THE DEBT ISSUE 

REF: STATE 208976 

1 . MISSION OFFICER RELAYED SUBSTANCE OF US POSITION AS 
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SUMMARIZED REFTEL TO KLAU S-PIETER SCHMALLENBACH OF THE 
EC COMMISSION, WHO HAS BEEN PRINCIPAL OFFICIAL DEALING 
WITH DEBT ISSUE FROM DG-II (ECONOMIC AND FINANCIAL 
AFFAIRS). 

2. SCHMALLENBACH LISTENED WITH INTEREST, NOTING THAT 
HE HAD HEARD OF THIS US IDEA IN GENEVA, AND NOW WAS 
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INTERESTED TO LEARN IT WAS OFFICIAL USG POSITION. 

PERSONALLY, FROM THE PURELY ECONOMIC AND FINANCIAL 
VIEWPOINT, HE THOUGHT IT MADE A LOT OF SENSE TO 
CONNECT ISSUE TO ORGANIZATION WITH TECHNICAL EXPERTISE, 
WHERE DEBT PROBLEM COULD BE COMPETENTLY ANALYZED AS 
ONE ASPECT OF LDC BALANCE OF PAYMENTS PROBLEM. HOWEVER, 
SOME MEMBER STATES WERE NOT WARM TO THE IDEA, EXPECTING 
SERIOUS POLITICAL PROBLEMS IN ANY EFFORT TO SEPARATE A 
MAJOR PART OF THE DEBT ISSUE FROM UNCTAD, WHERE THE 
LDC'S WOULD CLEARLY PREFER TO KEEP IT. THIS WAS ALL 
THE MORE SO SINCE HE FELT LDC'S PROBABLY UNDERSTOOD 
VERY WELL THAT THOSE PORTIONS THE US WOULD PROPOSE TO 
TAKE AWAY FROM UNCTAD WERE THE ONLY AREAS WHERE GENUINE 
PROGRESS MIGHT BE MADE. SCHMALLENBACH, OF COURSE, 
RECOGNIZED DIFFICULTIES WITH HAVING CONSTRUCTIVE 
DISCUSSION ON "REAL" DEBT PROBLEMS IN UNCTAD. 

3. SCHMALLENBACH ALSO RAISED MATTER OF RELATION OF 
NEW WITTEVEEN FACILITY TO DEBT ISSUE. ALTHOUGH 
COMMISSION HAD NOT THOUGHT VERY DEEPLY ABOUT THIS 
RELATIONSHIP. IT SEEMED TO THEM DEBT PROBLEMS NEEDED 
TO BE RECONSIDERED WITH THIS SUBSTANTIAL INCREASE IN 
OFFICIAL FINANCING IN MIND. ALTHOUGH ACCESS TO 
WITTEVEEN FACILITY WAS NOT RELATED TO DEBT PER SE, 

EXISTENCE OF ADDITIONAL POTENTIAL IMF BALANCE OF 
PAYMENTS SUPPORT WOULD CLEARLY HELP TO EASE 
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INDEBTEDNESS PROBLEMS. 

4. SCHMALLENBACH SAID HE WAS LOOKING FORWARD TO 
CHANCE TO DISCUSS THESE MATTERS FURTHER AFTERNOON OF 
SEPTEMBER 6 WITH US OFFICIALS (MESSRS. BOSWORTH, FRANK 
AND ALBRECHT). MORRIS 
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